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AIR AGREEMENT 

1 . SUMMARY. LOCAL PAN AM REP HAS REQUESTED USG INTERVENTION 
TO ATTEMPT TO SECURE ROMANIAN AGREEMENT EOR PAN AM TO MAKE 
DIRECT SALES OE AIR TRANSPORTATION IN LOCAL CURRENCY USING 
PAN AM DOCUMENTS. WE REQUEST DEPARTMENTAL AUTHORIZATION 
EOR CONSULTATIONS WITH GOR IN SUPPORT OF REMOVAL OF RESER- 
VATION IN PARA 2 OP DECEMBER 4, 1973 SIDE LETTER TO AVIA- 
TION AGREEMENT. END SUMMARY. 

2. IN REESTABLISHING PAN AM OPERATIONS TO ROMANIA, LOCAL 
REPRESENTATIVE BASSO HAS SOUGHT TO SECURE FULL ROMANIAN 
COMPLIANCE WITH OBLIGATIONS UNDER BILATERAL AIR AGREEMENT. 
BASSO, WHO HAS SUPPORT OP REGIONAL REPRESENTATIVE LOY IN 
THIS APPROACH, HAS TAKEN POSITION THAT IT ADVISABLE TO PLACE 
OPERATIONS 

HERE ON AS NORMAL COMMERCIAL LOOTING AS POSSIBLE 
IN ORDER TO BUILD SOUND BASIS FOR FUTURE OPERATION. 
AMBASSADOR HAS ENCOURAGED BASSO IN THIS APPROACH AND HAS 
OPFERED OUR ASSISTANCE. 

3. GENERALLY BASSO'S EFPORTS HAVE PAID OPE. BY LOCAL STAN- 
DARDS HE HAS SECURED SATISPACTORY OPPICE SPACE, REASONABLE 
OPERATING SPACE AT AIRPORT, ADEQUATE STAPF, AND SATISPAC- 
TORY COMMUNICATIONS ARRANGEMENTS. HE HAS HAD NO DIFPICULTY 
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IN SELLING TRANSPORTATION ON PAN AM TICKET STOCK EOR CON- 
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VERTIBLE CURRENCY AND YESTERDAY SOLD FIRST TICKET FOR LEI 
THROUGH TAROM. 

4. WITH OUR ENCOURAGEMENT, BASSO RECENTLY PROPOSED TO TAROM 
THAT PAN AM BE PERMITTED TO ISSUE TICKETS FOR LOCAL CURRENCY 
ON PAN AM DOCUMENTS THROUGH MEDIUM OE MCO. BASSO'S REASON- 
ING, AND OUR OWN, WAS THAT 18 MONTHS AFTER SIGNING OE BILATERAL 
IT WAS APPROPRIATE TO TEST GOR'S WILLINGNESS TO ABANDON ITS 
RESERVATION IN PARA 2 OF SIDE LETTER OE BILATERAL AIR 
AGREEMENT. TAROM'S CHIEF OF COMMERCIAL SERVICE HAS REPLIED 
TO BASSO IN WRITING INDICATING THAT ' EICTITIOUS M.C.O." 

PROCEDURE BASSO SUGGESTED QTE WOULD CONTRAVENE THE PROVISIONS 
TO THE ANNEX OE THE EXISTING AIR AGREEMENT UNQTE. TAROM 
EURTHER REAEEIRMED THAT SALES IN LEI ARE TO BE DONE THROUGH 
TAROM AGENCY. LETTER CONCLUDED BY STATING THAT QTE THE 
INTERPRETATION OF THE AVIATION AGREEMENT ... IS DONE BY 

THE CONTRACTING PARTIES IN ACCORDANCE WITH THE PROCEDURE AND 
IN THE TERMS STIPULATED IN ARTICLEXV UNQTE. 

5. WE INTERPRET THIS REEERENCE TO ARTICLE XV AS CLEAR 
SIGNAL TO BASSO THAT TAROM WILL NOT RECOGNIZE PAN AM - 
PROPERLY SO - AS U.S. PARTY WITH WHICH IT MUST DEAL IN 
MATTERS RELATING TO SUBSTANCE OF AGREEMENT. WE ALSO JUDGE 
TAROM RESPONSE AS SUGGESTING THAT TAROM UNLIKELY TO BE 
WILLING TO DROP ITEESIDE LETTER RESERVATION. 

6. BASSO HAS REQUESTED EMBASSY TO INTERVENE WITH GOR ON 
THIS ISSUE. AS INDICATED ABOVE, HE IS CONVINCED THAT TIME 
TO THRASH OUT PROBLEMS IS NOW BEEORE PAN AM HAS BUILT UP 
BUSINESS. LATER, HE REASONS, OPENING OE CONTENTIOUS ISSUES 
WILL JEOPARDIZE PAN AM'S POSITION. 

7. IN EMBASSY VIEW THERE APPEARS TO BE SUEFICIENT CASE EOR 
OUR REQUESTING CONSULTATIONS TO PRESS EOR EULL ROMANIAN 
IMPLEMENTATION OF ARTICLE XIV. THROUGH USE OE PHRASE "AT 
THIS TIME ' PARA 2 OP SIDE LETTER SEEMS TO IMPLY THAT GOR 
WOULD AT LATER JUNCTURE DROP ITS LIMITATION. MORE COMPELLING 
ARGUMENT IS CHANGED ECONOMIC SITUATION. TAROM, ENJOYING PULL 
ARTICLE XIV RIGHTS, IS NOW WELL ESTABLISHED ON NY RUN. 

WITH 35 PLUS CHARTERS AUTHORIZED DURING PEAK SEASON, TAROM 
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APPEARS FROM BUCHAREST PERSPECTIVE TO ENJOY CONSIDERABLE 
COMMERCIAL ADVANTAGE. TIME THEREFORE SEEMS RIPE TO SEEK 
ELIMINATION OF SIDE LETTER RESTRICTION. 

8. WE ARE UNDER NO ILLUSION AS TO PROBABLE GOR RESPONSE. 

GOR CONTINUES TO APPLY SAME RESTRICTIONS ON LOCAL CURRENCY 
SALES TO OTHER WESTERN CARRIERS. WE SHOULD, HOWEVER, 

MANIPEST OUR CONCERN AND PRESS GOR EOR DATE BY WHICH IT WILL 
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AGREE TO REMOVE SIDE LETTER RESTRICTION. 

9. DEPARTMENT MAY WISH TO DISCUSS QUESTION WITH GROSSMAN 

OF PAN AM TO WHOM BASSO HAS OUTLINED HIS EXCHANGE WITH TAROM. 
BASSO'S OWN INCLINATION IS, BARRING SIGN OF PROGRESS, 

TO HAVE PAN AM EXERT PRESSURE ON TAROM BY REQUESTING CAB TO 
PUT REIN ON TAROM CHARTERS. WHETHER IN FACT HE WOULD ULTI- 
MATELY MAKE THAT RECOMMENDATION (LET ALONE WHETHER PAN AM 
WOULD DO IT) MAY DEPEND ON HIS ABILITY TO INTEREST PAN AM IN 
COMPETING WITH TAROM FOR CHARTER BUSINESS. CURRENTLY HE IS 
NEGOTIATING WITH ROMANIAN TOURIST OFFICE FOR 40 CHARTERS 
NEXT YEAR, BUT HE HAS BEEN UNABLE ELICIT COMPETITIVE QUOTATION 
FROM PAN AM'S CHARTER UNIT. 

10. ACTION REQUESTED: WE ASK DEPARTMENT TO APPROVE REQUEST 
TO GOR FOR CONSULTATIONS REGARDING IMPLEMENTATION OF ARTICLE 
XIV. 

BARNES 
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